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to the post-change period is offset by its re-
maining $30,000 of post-change modified cap-
ital gain net income, reducing its post-
change net operating loss to $30,000.

(v) From its 1994 taxable year, L will carry
over $30,000 of capital loss and $300,000 of net
operating loss to its 1996 taxable year. From
its 1995 taxable year, L will carry over $70,000
of net operating loss ($40,000 pre-change
+$30,000 post-change) to its 1996 taxable year.
The $40,000 pre-change portion of that carry-
over is subject to the section 382 limitation.

(g) Definitions and nomenclature. The
terms and nomenclature used in this
section and not otherwise defined here-
in have the same meanings as in sec-
tions 382 and 383 and the regulations
thereunder. For purposes of this sec-
tion:

(1) Change year. A loss corporation’s
taxable year that includes the change
date is its change year.

(2) Pre-change period. The pre-change
period is the portion of the change year
ending on the close of the change date.

(3) Post-change period. The post-change
period is the portion of the change year
beginning with the day after the
change date.

(4) Modified capital gain net income. A
loss corporation’s modified capital gain
net income is the excess of the gains
from sales or exchanges of capital as-
sets over the losses from such sales or
exchanges for the change year, deter-
mined by excluding any short-term
capital losses under section 1212.

(h) Effective date. This section applies
to ownership changes occurring on or
after June 22, 1994.

[T.D. 8546, 59 FR 32080, June 22, 1994, as
amended by T.D. 9264, 71 FR 30607, May 30,
2006; T.D. 9329, 72 FR 32808, June 14, 2007]

§1.382-7 Built-in gains and losses.

(a) Treatment of prepaid income. For
purposes of section 382(h), prepaid in-
come is not recognized built-in gain.
The term prepaid income means any
amount received prior to the change
date that is attributable to perform-
ance occurring on or after the change
date. Examples to which this para-
graph (a) will apply include, but are
not limited to, income received prior
to the change date that is deferred
under section 455, §1.451-5, or Rev.
Proc. 2004-34 (2004-1 CB 991 (June 1,
2004)) (or any successor revenue proce-
dure) (see §601.601(d)(2)(ii)(d)).

§1.382-8

(b) Effective/applicability dates. This
section applies to loss corporations
that have undergone an ownership
change on or after June 11, 2010. For
loss corporations that have undergone
an ownership change before June 11,
2010, see §1.382-7T as contained in 26
CFR part 1, revised April 1, 2009.

[T.D. 9487, 75 FR 33992, June 16, 2010]

§1.382-8 Controlled groups.

(a) Introduction. This section provides
rules to adjust the value of a loss cor-
poration that is a member of a con-
trolled group of corporations on a
change date so that the same value is
not included more than once in com-
puting the limitations under section
382 for the loss corporations that are
members of the controlled group. In
general, the adjustment is made under
paragraph (c) of this section by reduc-
ing the value of the loss corporation by
the value of the stock of each compo-
nent member of the controlled group
that the loss corporation owns imme-
diately after the ownership change.
The loss corporation’s value may, how-
ever, be increased under paragraph (c)
of this section by any amount of value
that the other member elects to re-
store to the loss corporation.

(b)(A) Controlled group loss and con-
trolled group with respect to a controlled
group loss—(1) In general. A controlled
group loss is a pre-change loss (or a net
unrealized built-in loss) of a loss cor-
poration that is attributable to a tax-
able year of the corporation with re-
spect to which the corporation is a
component member of a controlled
group (as defined by paragraphs (e)(2)
and (3) of this section). The controlled
group with respect to each controlled
group loss is composed of the loss cor-
poration and each other corporation
that is a component member of a con-
trolled group that includes the loss
corporation both—

(1)(i) With respect to the taxable year
to which the controlled group loss is
attributable; and

(1)(ii) On the date the loss corpora-
tion has an ownership change.

(2) Presumption regarding net unreal-
ized built-in loss. For purposes of deter-
mining whether a net unrealized built-
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